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Since the end of 1994, President Alberto Fujimori's administration has sold three more large- and
medium-sized firms, plus nearly two dozen small hotels around the country, to private investors,
earning a total of about US$243 million. All new privatizations, however, have now been suspended
until after the upcoming general elections, since doubts about whether President Fujimori will
be reelected and thus uncertainty over future economic policies in Peru tend to depress the
price offered by investors who bid on state firms. In November and December, the Fujimori
administration either partially or completely sold off its holdings in three industrial firms.
Of those sales, the largest was the Cajamarquilla zinc refinery, which the government awarded
on Nov. 4 to a consortium comprising the Canadian firm Cominco and the Japanese enterprise
Marubeni. The winning bidders offered US$193 million for the refinery, about US$33 million more
than the original base price set by the government. Of the total, US$40 million will be paid with
foreign debt paper, and the rest in cash, marking the second time since the privatization program
began in 1991 that the government has accepted a debt for equity swap as partial payment for a
state firm. In addition, the consortium has agreed to invest at least US$20 million immediately in the
refinery. In two rounds of sales in late November and early December, the government sold nearly 8
million shares of government stock in the cement factory Cementos Norte Pacasmayo to some 7,000
domestic investors.
Most shares were sold for about US$2.30, representing about US$18.4 million in profits for the
government. The government's partial divestment in the company reduced its share of total
stock from 49% to 40%. The state's remaining shares will be sold in a single round of bidding
to interested investors later this year. The other 51% of stock in Cementos Norte is owned by a
private investment group, Inversiones Pacasmayo. On Dec. 12, the government sold the Chimbote
fishmeal and fishoil processing plant for US$5.93 million to the foreign consortium Fish Protein S.A.,
about US$400,000 more than the original base price of US$5.5 million set by the government. The
new owners promised to invest US$2 million over the next two years to modernize the Chimbote
factory, located about 400 km. north of Lima. The plant is the second fishing installation sold by the
government as part of its plan to privatize the huge state-run fishing industry Pescaperu, which is
being auctioned off in parts. Pescaperu includes 22 fishmeal factories, 4 fishoil plants, 3 shipyards,
and a transportation company.
Finally, at the end of January the government sold 19 hotels around the country previously run by
Peru's state tourism institute Empresa Nacional de Turismo (Entuperu). The hotels ranged from
small operations valued as low as US$120,000 to large hotels valued up to US$4 million, such as the
luxurious Hotel de Turistas in Chiclayo, where the Sipan archaeological site is located. All told, the
government received US$25.3 million for the hotels, about US$5.3 million more than the base price
of US$20 million set by the government, according to spokespersons from the Peruvian embassy
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in Washington DC. In addition, the new owners, which include foreign and domestic businesses,
promised to invest US$16.5 million to upgrade the firms. Entuperu is now preparing 14 more hotels
around the country for sale later this year. If the hotels are excluded, the government has now sold
a total of 54 state firms since the privatization program began in 1991, earning US$3.2 billion. In
addition, as part of the privatization contracts, investors who bought state firms agreed to invest a
total of US$3.264 billion in their operations.
The Fujimori administration greatly accelerated the privatization program last year in an effort to
sell off the majority of the country's 200 state firms before President Fujimori's first term in office
ends in July 1995. As a result, the government sold 29 enterprises in 1994 for a total of US$2.620
billion, or 82% of all the income from privatizations since 1991. Nevertheless, in early February the
government backed away from its initial plan to sell another 50 state firms during the first semester
of 1995, announcing that it will temporarily suspend the privatization program until after the April 9
general elections. According to the government, fewer investors are now willing to risk their capital
in auctions given the uncertainty about the outcome of the elections, which is in turn driving down
the value of the firms the government had planned to place on the auction block during the first
quarter of 1995. "We have suspended virtually every privatization that was planned because during
an election process any investor who is considering risking his capital in Peru is asking himself what
is going to happen in the country," said President Fujimori in early February. "
As a result, interest in the privatization process is greatly reduced, meaning that even if some
investors are willing to bid on firms, we would likely get a lower price than we hoped for in the
auctions." Notwithstanding the official explanation, however, other factors may have contributed
to the government's decision. Among other things, the Fujimori administration may hope to avoid
any controversy about the privatization program that could damage the president's re-election
prospects, since opposition candidates have attempted to make the issue a central point in the
campaign.
Moreover, in January some 10,000 employees from the state oil company Petroperu held a 48-hour
strike to protest the planned privatization of that company, and those workers were then joined by
employees from other state firms in massive protest marches in the capital in early February against
the government's privatization plans. The protests may have increased voter antipathy toward
the privatization program, raising the electoral stakes for the government. A voter survey in late
January, for example, which was conducted by the private polling firm IMASEN, found that 54% of
the electorate oppose the sale of Petroperu. The oil company, valued at about US$1 billion, is the
biggest firm targeted for privatization this year. (Sources: Journal of Commerce, 11/23/94; Spanish
news service EFE, 01/02/95; Notimex, 11/04/94, 12/13/94, 01/24/95; New York Times, 01/31/95; Agence
France-Presse, 10/05/94, 11/02/94, 11/14/94, 11/19/94, 11/22/94, 12/05/94, 12/07/94, 12/10/94, 12/12/94,
12/16/94, 12/22/94, 12/26/94, 12/27/94, 01/04/95, 01/07-09/95, 01/11/95, 01/12/95, 01/17/95, 01/19/95,
01/21/95, 01/23-25/95, 02/21/95, 03/04/95)
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